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Introduction
The post-2015 challenges of sustainable development have clearly articulated the need for more inclusive policies (United Nations: UN, 2013, pp. 7-13) . According to the narrative, development assistance is a critical factor in addressing the issues. In this light, pitfalls of the past can be avoided, inter alia: 'Output may be growing, and yet the mass of the people may be becoming poorer ' (Lewis, 1955) . 'Lewis led all developing countries to water, proverbially speaking, some African countries have so far chosen not to drink' (Amavilah, 2014) . The celebrated 'capital in the 21 st century' from Piketty (2014) has taken African nations to the stream again and this study partially assesses the challenging policy syndrome of how development assistance can help them to drink this time around.
The above intuition is inconsistent with a recent strand of literature which has raised doubts about the effectiveness of foreign aid (Ghosh, 2013; Krause, 2013; Monni & Spaventa, 2013; Banuri, 2013; Titumir & Kamal, 2013; Wamboye et al., 2013; Marglin, 2013) .
According to the narrative, aid to developing countries is substantially motivated by a neocolonial agenda (Amin, 2014) . A stance that is shared by Kindiki (2011) who has recommended Africa to strategically limit its reliance on international aid systems and Ndlovu-Gatsheni (2013) on the continent's entrapment in neo-colonial webs of influence.
Amin (2014) has further emphasised that models of development in developing countries
should reflect what is needed by poor nations, as opposed to what Donors think is good for them 2 . The need for developed countries to guide developing nations towards industrialisation in the view of Piketty is indirectly shared by Obeng-Odoom (2013) who has also recommended that policies towards development assistance should be guided by genuine needs in recipient countries. This strand is broadly consistent with celebrated aid literatures on 2 The interested reader can find more literature on needs of developing countries like happiness and well being in Arvin & Lew (2010ab, 2011 In light of the above, a recent stream of African development literature has presented cases for the appealing effect of foreign aid on African institutions (Asongu & Jellal, 2013; Efobi et al., 2014) , especially in dampening the adverse effects from some neoliberal policies (Kangoye, 2013) . Some conclusions in the stream include, inter alia: the positive effect of aid depends on a conducive policy environment, measurement of aid and specification of the aidgrowth nexus (Gyimah-Brempong & Racine, 2014) , aid in primary education positively affects growth (Asiedu, 2014) and in Sierra Leone, only aid reflected in grants have effects that are pro-poor, with the impact more apparent in the long-run (Kargbo & Sen, 2014) .
The above strand is also a consequence of a number of qualitative and quantitative studies that have focused on reinventing foreign aid (Easterly, 2008) . These include, among others: the experiment on ending poverty by Sachs; the World Bank and IMF Poverty Reduction Strategy (PRS); the cost effectiveness of interventions (Banerjee & He, 2008) ; the imperative for more rigorous evaluations (Pritchett, 2008) ; Randomised Control Trials (RCTs, Duflo & Kremer, 2008) ; amputation, intensification and policy change based reforms (Pritchett & Woolcook, 2008) ; more articulation on 'searching for solutions' than on 'planning for solutions' (Easterly, 2006) ; APC or Advanced Purchase Commitment (Kremer, 2008) ; novel initiatives at the global level (Radelet & Levine, 2008) ; 'aid vouchers' to provide incentives for better/competitive service delivery by agencies of aid (Easterly, 2002 (Easterly, , 2008 ) and a broad range of measures for more inclusive foreign land acquisition policies (Osabuohien, 2015; Asongu & Nguena, 2015) .
3 There is also a heated debate on the effect of foreign aid on institutions in Africa. The interested reader can start from Okada & Samreth (2012) before exploring the plethora of studies that are focused on the underlying paper, among others: Asongu (2012 Asongu ( , 2013 , Asongu & Jellal (2013) and Efobi et al. (2014) .
Unfortunately, as far as we have reviewed there is currently no study in the literature that has responded to Piketty's celebrated literature in light of reinventing development assistance. To the best of our knowledge, responses to Piketty's study have centered on reviews and commentaries. These include, inter alia: cross-checking of facts (Krusell & Smith, 2014; Branko, 2014) ; different perspectives to the inequality issue (Stiglitz, 2014) ;
concerns about data quality (Reynolds, 2014 ) and reviews (Homburg, 2014; Allen, 2014) .
By positioning the study on the instrumentality of foreign aid for inclusive development, we contribute by extending responses to Piketty's work and at the same time complementing the evolving literature on the post-2015 sustainable development agenda.
More specifically, we clarify the findings of Asongu (2014a) which have presented the 'questionable economics of development assistance in Africa'. The underlying study leaves room for improvement in at least three areas. First, it overlooks the heterogeneity of aid dynamics. Accordingly, three types of aid variables have been employed: total aid, aid from the Development Assistance Committee (DAC) and aid from Multilateral Donors (MD). We complement this area on variables by instead using 7 different types of aid, notably: aid to social infrastructure, aid to economic infrastructure, aid to the productive sector, aid to the multi-sector, programme assistance, action on debt and humanitarian assistance. The intuition for this complementarity is that the effect of aid on inclusive human development should depend on the type of aid because there are various motives behind aid. These same variables have been recently used by Efobi et al. (2014) in clarifying murky empirical conclusions on the effect of foreign aid on corruption.
Second, we employ a more robust methodology. The two-stage least squares method employed by the underlying study uses blanked instruments and fails to control for crosssectional dependence and country-specific effects. We use Ordinary Least Squares (OLS),
Fixed-Effects and System Generalised Methods of Moments (GMM) regressions. The GMM estimation is modelled with forward orthogonal deviations as opposed to differencing to control for cross-sectional dependence. Third, the effect of foreign aid on development may require some lags and hence could be non-contemporaneous. We address this concern by modelling aid as both contemporary and non-contemporary.
Consistent with the first paragraph of the introduction, foreign aid can be instrumental in preparing developing countries for industrialisation in the narrative of Piketty (2014) and not in that of the Kuznets' (1955 Kuznets' ( , 1971 conjectures which sustain an n-shape nexus between inequality and industrialisation. Accordingly, by focusing more on inclusive human development as opposed to growth, concerns of "immiserizing growth" (Bhagwati, 1958) 4 can be handled to improve the encouraging poverty-reduction trend of African countries relative to the other regions of the World (Fosu, 2015) . The rest of the study is organised as follows. Section 2 discusses the data and methodology. The empirical analysis and results are covered in Section 3. We conclude with Section 4.
Data and Methodology

Data
We (2013) . The dependent variable which is the inequality adjusted human development index (IHDI) is in accordance with that employed by the underlying study we seek to clarify (Asongu, 2014a) .
The aid and dependent variables are summarised in Table 1 below. The summary statistics shows that the variables are quite comparable. From the variations, we can expect reasonable estimated relationships. The aid variables are defined in logarithms to enable comparisons in means and standard deviations. The employment of control variables proliferates instruments or limits 'over-identification restrictions' which substantially bias the system GMM results. Accordingly, some GMM specifications entail limited or no control variables for this reason (see Osabuohien & Efobi, 2013, p. 303) . The correlation analysis in Table 2 below enables us to mitigate multicollinearity and overparameterization issues apparent in the first-four variables, notably aid to: social infrastructure, economic infrastructure, production sector and multi-sector. 
Methodology
Consistent with the motivation, we employ three estimation techniques: panel OLS, panel
Fixed-effects (FE) and Dynamic System GMM. While the first-two independently entail both contemporary and non-contemporary specifications, the third is both contemporary and noncontemporary. OLS and FE are Heteroscedasticity & Autocorrelation Consistent (HAC) in standard errors. The choice of a FE or random-effect (RE) specification is contingent on the outcome of the Hausman test for endogeneity.
The GMM estimation consists of employing the Arellano & Bover (1995) technique.
Instead of using differencing in the instrumentation process, we prefer forward orthogonal deviations. This specification is more efficient in the presence of cross-sectional dependence to avoid estimated coefficients being biased (Baltagi, 2008) . As shown by Love & Zicchino (2006) , the employment of forward orthogonal deviations controls for specific-effects arising from cross-sectional dependence. In this light, one period lags in the regressors are appropriate since they are not correlated with the transformed error term. Moreover, the adoption of one lag is also in accordance with the baseline OLS and FE non-contemporary specifications.
The modelling is in line with Roodman (2009ab) and specifications are two-step or heteroscedasticity-consistent, because one-step specifications assume homoscedasticity. The validity of the models is further checked by ensuring that the results satisfy diagnostics of post-estimation. These include: restriction of identification or mitigation of instrument proliferation (by verifying that the number of cross-sections is higher than the number of instruments); the Sargan test for over-identification, the Arellano & Bond (1991) secondorder serial correlation test and the difference-in-Hansen test for instrument exogeneity. For brevity, we do not present the equations but they can be provided upon request. from action on debts. Third, the effects of the dynamics with a high degree of substitution are consistently positive across specifications. Fourth, from a broad perspective, magnitudes of effects from non-contemporary specifications are slightly higher.
Empirical Results
The following are noticeable with the FE estimations in Panel B. First, the previously insignificant effects from action on debt are now negatively significant. Second, the previously negative effects of program and humanitarian assistances are no longer apparent.
Third, but for aid to Multi-sector development, the other three highly correlated aid dynamics have significant positive effects as in Panel A. As for Panel A, while the first-four specifications control for multicollinearity, the fifth specification relaxes the assumption. First, in relation to previous findings/modelling, while the negative sign of the humanitarian assistance variable remains unchanged, the effects of programme assistance and action on debt are now positive. The reason for this difference could be traceable to the drop in cross-sections from 42 (41) 
Concluding implications
The use of foreign aid as a policy instrument to promote development in recipient countries has been object of a lot of debate (Gibson et al., 2014; Balde, 2011) 5 . We resist the itch of engaging the debate over whether foreign aid is generally good or bad. Such engagement would be irrelevant on two principal counts. First, development assistance is like a policy, whose outcome depends on its implementation.
Second, while Donors may have some strategic interests, recipients also have their fair share of blame for the outcome of allocated funds.
The following findings have been established. First, the impacts of aid dynamics with high degrees of substitution are positive. These include, aid for: social infrastructure, economic infrastructure, the productive sector and the multi-sector. Second, the effect of humanitarian assistance is consistently negative across specifications and models. Third, the 5 Inter alia: the interested can consider: (1) Efobi et al. (2014) versus ( effects of programme assistance and action on debts are ambiguous because they become positive with the GMM technique.
Given the substantial reliance of the African continent on development assistance, the findings reflect the narrative of a general tendency in declining poverty relative to the rest of the world (Fosu, 2015; Young, 2012) . While it is not our intention to claim that 'the relative decline in poverty' and 'Africa being on time for certain Millennium Development Poverty targets' (Pinkivskiy & Sala-i-Martin, 2014) are essentially due to development assistance, it is worthwhile noting that multilateral development agencies like the African Development Bank (AfDB) have had a strategic focus on infrastructural development in the continent.
Hence, given the positive inclusive human development outcome from foreign aid allocated for infrastructural development in our analysis, we cannot overlook the substantial work of the AfDB.
The negative effect of humanitarian assistance implies that mechanisms by which such funds are channelled may be reconsidered. This is consistent with the underlying study (Asongu, 2014a, p. 455) .
In light of the above, we provide some recommendations for a rethinking of theories and models on which development assistance is based. Drawing on Piketty's celebrated literature that has substantially debunked the Kuznets' conjectures to which foreign aid policies have been aligned, we suggest that developed countries should oriented developing nations towards industrialisation by focusing more on inequality and less on economic growth. This is broadly consistent with an evolving narrative on inequality in the continent (Elu, 2013; Mthuli et al., 2014; Brada & Bah, 2014; Asongu et al., 2014; Anyanwu, 2011 Anyanwu, , 2014 6 .
We do not resist the itch of providing some discussion on the ambiguous results from action on debt. According to Boyce & Ndikumana (2011) , such action is motivated by at least three reasons: past debts have not benefitted the poor; borrowing arrangements were without popular consent and historical evidence shows 'creditor awareness' of recipients' insolvency. (2014) and Kargbo & Sen (2014) , they also raise some questions on previous celebrated foreign aid literatures. For instance, humanitarian assistance which survives salient criticisms from Moyo's Dead Aid has been found to have a negative effect on 6 Two issues are worth noting here. First, Africa's declining poverty is relative to the periodicity under consideration. For instance, 1980 For instance, -2010 For instance, and 1995 For instance, -2010 produce different tendencies relative to the rest of the world (Fosu, 2015) . Second, declining poverty is not equal to declining inequality because the latter is critical in the growth effects on the former. The interested reader can refer to an extensive literature by Fosu (2008 Fosu ( , 2009 Fosu ( , 2010abc, 2011 . "The study finds that the responsiveness of poverty to income is a decreasing function of inequality" (Fosu, 2010c, p. 818) ; "The responsiveness of poverty to income is a decreasing function of inequality, and the inequality elasticity of poverty is actually larger than the income elasticity of poverty" (Fosu, 2010a (Fosu, , p. 1432 ; and "In general, high initial levels of inequality limit the effectiveness of growth in reducing poverty while growing inequality increases poverty directly for a given level of growth" (Fosu, 2011, p. 11). inclusive human development. Moreover, the Fofack (2014) conjecture of self-reliance as means to African development is not consistent with the findings.
As a technical policy implication, like in Efobi et al. (2014) , distinguishing types of foreign aid is critical to advancing empirical conclusions on the aid-development nexus. This is essentially because previous findings using the same dependent variable that have grouped aid as a single indicator have shown a negative effect (Asongu, 2014a) , a tendency that is consistent across conditional distributions of the dependent variable (Asongu, 2014d) .
When the findings are considered in the light of deep policy challenges of our time, the principal social implication is that foreign aid can be instrumental in inclusive capitalism.
It could be used to avoid/mitigate setbacks of the Kuznets theory and help developing countries embrace globalisation/industrialisation in light of Piketty. Foreign aid can be instrumental in inclusive human development if above measures are considered, inter alia: in stimulating Knowledge economy (KE) which has been established to reduce inequality (Lustig, 2011) and emphasising on gender equality. These are clearly avenues of future research that should go a long way in clarifying provocative titles like 'foreign aid follies' (Rogoff, 2014) or sceptical conclusions from more substantive surveys of 40 years of foreign aid literature (Doucouliagos & Paldam, 2008 ).
